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SUMMARY. AN OFFICIAL OF THE STATE COMMITTEE FOR SCIENCE AND TECHNOLOG 
Y 

EXPRESSED DISSATISFACTION WITH THE BALANCE OF US-SOVIET TRADE IN HIGH 
TECHNOLOGY AND MANUFACTURED GOODS. STRUCTURAL WEAKNESSES IN THE 
SOVIET R&D EFFORT (AS WELL AS TIGHT U.S. CREDITS AND LACK OF MFN) 

WERE CITED BY THE SOURCE AS LIMITING TRADE AND CONTRIBUTING TO 
SOVIET BALANCE OF PAYMENT DIFFICULTIES. END SUMMARY. 

1 . DURING DISCUSSION WITH SCICOUNS JANUARY 2 1 . EDUARD AYKAZYAN, 
DIRECTOR, AMERICAN DESK, STATE COMMITTEE FOR SCIENCE AND TECHNOLOGY, 
STATED THE SOVIETS ARE CONCERNED WITH THE LARGE TRADE DEFICIT WITH 
THE U.S. AND THE WEST WHICH HE ATTRIBUTED IN PART TO THEIR 
INABILITY TO SELL HIGH TECHNOLOGY ITEMS. HE LISTED THE FOLLOWING 
SPECIFIC PROBLEMS. 

(A) US-USSR TECHNOLOGY AGREEMENTS AND SALE OF SOVIET TECHNOLOGY TO US 
AKYAZYAN STATED THE SOVIETS HAVE SIGNED 58 TECHNOLOGY TRANSFER 
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AGREEMENTS WITH U.S. FIRMS UNDER ARTICLE 4 OF THE S&T AGREEMENT. 

SOME OF THESE ARE WORKING BETTER THAN OTHERS BUT OVERALL PERFORMANCE 
AS BEEN DISAPPOINTING. HE SAID THE REASON FOR THIS IS THAT THE USUAL 
COMPENSATION ARRANGEMENTS, WHEREBY THE SOVIETS MANUFACTURE HIGH 
TECHNOLOGY ITEMS UNDER U.S. LICENSE, ARE NOT REALLY ECONOMICALLY 
INTERESTING TO THE US TRADING PARTNER; THE MARKET LIFE OF A HIGH 
TECHNOLOGY ITEM MIGHT BE THREE TO FOUR YEARS WHEREAS IT TAKES FIVE 
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TO SIX YEARS BEFORE THE SOVIETS ARE READY TO PRODUCE HIGH 
TECHNOLOGY ITEMS UNDER LICENSE. THEREFORE THE US COMPANIES 
WOULD FIND THE SOVIET REPAYMENT PRODUCT FOR SUCH LICENSES TO BE 
AT BEST MARGINALLY MARKETABLE IN THE WEST. AYKAZYAN STATED THE 
SOVIETS ARE THEREFORE ATTEMPTING ANOTHER APPROACH: I.E.., 

TO INDUCE US FIRMS PARTICIPATIONG IN THESE AGREEMENTS TO BUY 
SOVIET LICENSES FOR PRODUCTION IN THE WEST. HE SAID THE 
TEST CASE FOR THIS WILL BE THE VARIAN CORPORATION, WHICH IS 
ENGAGED NOW IN A US MARKET SURVEY FOR SOVIET-HELD PATENTS ON 
MEDICAL AND MEASURING INSTRUMENTATION. ACCORDING TO AYKAZYAN, 
VARIAN HAS BEEN GIVEN A "HUNTING LICENSE" TO EXAMINE RESEARCH 
RESULTS AT VARIOUS INSTITUTES OF THE ACADEMY OF SCIENCES AND 
VAROUS LABORATORIES OF THE MINISTRY OF THE MEDICAL INDUSTRY AND THE 
MINISTRY OF INSTRUMENTATION, AUTOMATION AND CONTROL SYSTEMS. 
HEWLETT-PACKARD ALSO HAS BEEN OFFERED A SIMILAR DEAL. WHEN 
QUESTIONED BY SCICOUNS WHY THE SOIVET DO NOT MANUFACTURE THESE 
ITEMS THEMSELVES, AYKAZYAN RESPONDED THAT THE PROBLEM IS THREE- 
FOLD (1 ) IT HAS BEEN TRADITIONALLY VERY DIFFICULT TO INDUCE 
SOVIET SCIENTISTS TO THINK OF POSSIBLE APPLICATIONS OF THEIR 
FUNDAMENTAL RESEARCH RESULTS (2) THE INSTITUTES OF THE ACADEMY OF 
SCIENCES HAVE NOTORIOUSLY WEAK RELATIONSHIPS WITH THE PRODUCTION 
MINISTRIES, WHICH HAVE THEIR OWN R&D LABORATORIES AND (3) 

WITHIN THE PRODUCTION INDUSTRIES THE SHORTAGES AND DEFICIENCIES OF 
ENGINEERING PERSONNEL HAVE RESULTED IN THE INABILITY TO GET FUNDA- 
MENTAL RESEARCH ACHIEVEMENTS TRANSLATED INTO MARKETABLE PRODUCTS. 
AYKAZYAN STATED THAT KIRILLIN PERCEIVES THIS HYDRA-HEADED PROBLEM 
AS ONE OF HIS MAIN CHALLENGES AT THE SCST. 

(B) MFN AND CREDITS. AYKAZYAN STATED THAT TIGHT US 

CREDITS HAVE FORCED US FIRMS TO PUT ON ICE A NUMBER OF PROMISING 
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PROJECTS IN THE SOVIET UNION; FIRMS MENTIONED WERE INTERNATIONAL 
PAPER, KAISER AND ALCOA. OTHER US FIRMS SUCH AS BROWN AND 
ROOT AND TENNECO ARE LOOKING TO INTERNATIONALIZE THEIR PROJECTS 
HERE DUE TO LACK OF US CREDITS (MANUFACTURE OF OFF-SHORE DRILLING 
RIGS AT BAKU AND NORTH STAR GAS DEVELOPMENT). AYKAZYAN SAID 
LINES OF CREDIT FROM 

OTHER WESTERN NATIONS, IN PARTICULAR GREAT BRITAIN, HAVE NOT BEEN 
PARTICULARLY USEFUL SINCE THE SOVIET UNION FINDS LITTLE OF INTEREST 
IN UK HIGH TECHNOLOGY. TURNING TO MFN, AYKAZYAN NOTED THAT THE 
SCST IS FINDING IT DIFFICULT TO INTEREST PRODUCERS IN THE SOVIET 
UNION TO EXPORT MANUFACTURED GOODS TO THE UNITED STATES SINCE US 
IMPORTERS CAN ONLY OFFER LOW PRICES TO COMPENSATE FOR THE DUTIES 
PLACED ON SOVIET GOODS DUE TO LACK OF MFN. HE ADDED THAT ABSENCE OF 
MFN ALSO HAS A STRONG PSYCHOLOGICAL IMPACT NOTING THAT THIS 
PLAYED A ROLE IN THE SOVIET DECISION TO PURCHASE AN AIR TRAFFIC 
CONTROL SYSTEM FOR SWEDEN RATHER THAN THE US. (REPORTED REFTEL). 

2. COMMENT. WHILE AYKAZYAN'S COMMENTS ON MFN AND CREDITS ARE 
THE STANDARD SOVIET LINE WE DO FIND OF NOTE HIS COMMENTS 
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ON THE DISAPPOINTING RESULTS OBTAINED WITH US COMPANIES 
THROUGH AGREEMENTS UNDER ARTICLE 4 OF THE S&T AGREEMENT. THE 
SOVIETS' WILLINGNESS TO PROVIDE HUNTING LICENSE TO A US FIRM TO 
EXPLOIT RESEARCH THE SOVIETS ARE UNABLE TO DEVELOP BY THEMSELVES 
IS A SIGNIFICANT ADMISSION OF THE SORRY STATE OF SOVIET DOMESTIC 
R&D. 

END COMMENT. 

TOON 
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